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Current Trends 


HUD’s January 1 opinion survey of HUD/FHA-insured home mortgages was the first 
report on secondary market prices and yields since the 9 percent maximum permissible 
interest rate became effective November 25 (since changed to 8% percent). It showed that 
nationally. .. the secondary market price for new-home mortgages with 30-year terms and 
minimum downpayments averaged $96.2 per $100 of outstanding loan amount. The 
equivalent gross yield to investors was 9.51 percent. For the third consecutive month. ..a 
decline was reported in the national average interest rates contracted to be paid by the 
borrowers on conventional first mortgages. For both new- and existing-home transactions, the 
national rate was down to 9.45 percent. .. compared to 9.55 and 9.60 percent as of a month 
earlier. All areas of the country reported lower rates varying from 5 to 25 basis points with 
the most improvement reported in the Southeast. 


Seasonally-adjusted housing starts in December declined again to an annual rate of 
868,000. .. and actual starts of privately-financed housing for the year 1974 were approxi- 
mately 1.3 million. One ray of hope. .. however. .. appeared in the December figures. The 
Commerce Department report of building permits issued showed an increase in this indicator 
of future construction from 730,000 in November to 802,000 in December. .. the first 
advance since March 1974. 


The FHLBB lowered the rates it pays on short-term discount notes... from 6.7 
percent to 6.5 percent on 30-59 day paper. 


GNMA has awarded $305 million of mortgage-backed 7% percent 30-year securities at 
a price of 91.3842 to yield 8.41 percent. The securities are the first issued under GNMA’s 
revised mortgage disposition program. Under this procedure...GNMA _ sells Government- 
guaranteed securities backed by mortgages acquired under its 7Jandem programs, rather than 
selling whole mortgages to individual mortgage bankers. 


Urban renewal project notes totaling $310 million. . . representing 105 local issuing 
agencies were sold in mid-January at an average interest rate of 4.0654 percent. Maturities of 
the 113 issues sold ranged up to 1 year... with 1-year notes accounting for 56.7 percent of 
the total amount sold. The average maturity of all notes, to be dated February 11, 1975, was 


9.5 months. The average interest rate for the $444 million of project notes sold in December 
was 4.8566 percent. 


The number of homeowners who were delinquent in their mortgage payments 
declined during the third quarter of 1974 despite double-digit inflation. . . according to the 
National Delinquency Survey of the Mortgage Bankers Association of America (MBA). The 
overall delinquency rate on one- to four-family residential properties declined from 4.34 
percent to 4.16 percent on a seasonally adjusted basis. The usual seasonal pattern is for 
delinquency rates to be relatively low on March 31 and June 30... then rise in the third 
quarter and reach their highest levels of the year on December 31. The actual delinquency 
rate (not seasonally adjusted) on September 30, 1974, was 4.23 percent. . . compared to 4.01 


percent on June 30, 1974. The rate was down from September 30, 1973, when it was 4.36 
percent. 





HUD Moves to Aid Housing 


Speaking at the Annual Convention of the National Association of Home Builders in 
Dallas... Secretary Lynn made a number of announcements of major interest to the 
American homeowner and home renter...as well as to the homebuilding and mortgage 
financing industries. The announcements outlined a four-point program of new aid to the 
ailing housing industry. Citing the fact that in 1974...construction of privately-owned 
housing units dropped 35 percent from the 1973 level. ..the Secretary told the 55,000 
delegates that the Government was taking the following steps to change the trend: 


e The maximum interest rate on Government-insured and guaranteed mortgages 
(HUD/FHA and VA) was reduced. .. effective January 21... to 8% percent from its former 
rate of 9 percent. .. which was set on November 25, 1974... less than 2 months earlier. 


e An allocation of $900 million for rent subsidies under HUD’s new Section 8 
Program. ..authorized by the Housing and Community Development Act of 1974. This is 
expected to aid between 350,000 and 385,000 lower-income American families whose rents 
are subsidized by the Federal Government. The funds will be divided 75 percent to 
metropolitan areas and 25 percent to rural areas. Of the $900 million. ..$229 million is 
being set aside for 30 State agencies and Puerto Rico which plan to take part in the program. 


e HUD/FHA mortgage insurance will be extended under Section 223(f) to cover 
financing and refinancing of existing apartment buildings. This change was authorized by the 
Housing Act of 1974...to facilitate the sale or refinancing of older apartment buildings. 
Prior to this legislation...HUD/FHA insurance was available only for newly-constructed 
buiidings. 


e Implementation of a $215 million Section 202 Program. ..under which HUD will 
make direct loans to aid the construction of rental housing units for the elderly and 
handicapped. 


The new moves came only days after two other HUD actions were taken to help the 
housing industry. In one move...HUD made an additional $3 billion available at below- 
market interest rates of 7% percent to be used by Government agencies in buying up 
mortgages on an estimated 100,000 homes. (See page 3). In a second action...HUD made 
its funds available to builders of HUD/FHA-insured multifamily projects earlier than ever 
before in the project development process by technical changes in its procedures. 


Lynn said the actions reflect President Ford’s commitment toward the goal of a 
“decent home and a suitable living environment for every American.” 


* 
Costs Escalate in 1974 


Based on its regular monthly surveys of costs in 20 major U:S. cities. .. McGraw-Hill’s 
Engineering News Record reported that the overall national average of building costs rose 7.3 
percent from December 1973 to December 1974. For non-building construction (highways, 
bridges, dams, etc.)...the national average increase was 10.7 percent. For buildings. . . the 
averages varied from a drop of 1.1 percent in Baltimore to a rise of 11.2 percent in 
Seattle... with 15 of the 20 cities falling within a point or two of the national performance. 
There was also a fairly wide range in individual cities in non-building construction. . . ranging 
from an annual change in Atlanta of 6.1 percent to a high in Baltimore of 14.5 percent. The 
magazine quotes a number of authorities who feel that the rate of increase will slow in 1975 
to a 3 or 4 percent level. 


With the exception of lumber and wood products... which dropped in price 
... Overall material costs rose at record rates... particularly metal products. During the year 
ending in December. . . all metal products jumped an average 37.5 percent. .. with reinforcing 
bars rising by 76.5 percent. Nonmetallic minerals (cement, glass, sand, stone, asphalt, etc.) 
rose 23.8 percent; paint 40 percent; aluminum wire 108 percent; and elevators and escalators 
102.3 percent. Average costs of construction equipment escalated 26 percent. . . while average 
hourly wages for all building trades (including fringe benefits) rose 8.6 percent. 





$3 Billion in Home Mortgage Funds Released 


Secretary Lynn has announced an additional $3 billion program to finance home 
mortgage purchases. HUD’s GNMA will implement the program pursuant to the Emergency 
Purchase Assistance Act of 1974... which was signed into law by President Ford last 
October. The effective date of the additional $3 billion program was January 22 


Secretary Lynn said that all of the initial $3 billion for mortgage purchases 
announced in October has been fully committed. 


Daniel P. Kearney, President of GNMA, said the funds will be made available at a 
below-market-increase-rate of 7% percent on single family homes having mortgages not 
exceeding $42,000. 


Of the $3 billion, $2 billion will be made available for conventionally financed home 
mortgages with the FNMA and the FHLMC, dividing equally the administration of the 
program as agent for GNMA. The additional $1 billion will be used for the purchase of 
HUD/FHA-insured and VA-guaranteed mortgages and will be made available through the 
facilities of FNMA. 


The funds at the 7% percent rate will be made available through February 28, 1975. 
Ninety percent of the funds are for single-family residences which are newly constructed or 
were completed and ready for occupancy not earlier than October 1973...and 10 percent is 
available for existing homes. All other fees, charges and requirements will remain the same; 
an initial fee of 1 percent payable for the commitment contract and | % percent loss reserve 
and marketing fee is payable at the time GNMA purchases the mortgage. 


Also announced was a change in the 8% percent HUD/FHA-VA Tandem Program 
procedures, which should be of substantial benefit to multifamily builders of HUD/FHA- 
insured apartments and condominiums. Under the procedures. ..GNMA commitments can be 
obtained after receipt of the Site and Market Analysis Letter trom HUD/FHA. Formerly. . .a 
GNMA commitment could not be obtained until HUD/FHA conditional commitment. 
Developers will therefore know they have financing before they incur extensive project 
development costs. This GNMA purchase commitment can be obtained for 3 years at a fee of 
2 percent. 


* 
Lead Paint Study Planned 


HUD will soon issue a call for assistance to the Nation’s research and development 
firms, engineers, building materials manufacturers, and others... asking them to come up 
with new ideas and products for abating the poison hazards of lead-based paint. - 


HUD Assistant Secretary Michael H. Moskow said his Office of Policy Development 
and Research will issue a Request for Proposals (RFP) that will generate between 10 and 20 
research contracts and could total as much as $1.5 million in research funding. . . depending 
on the number and quality of proposals received. 


Proposals that will be considered may range from totally innovative approaches, still 
in the conceptual stage, to essentially developed materials and systems that may require only 
minimal modification. 


This will be HUD’s first large scale allocation of research funds for the development 
of abatement technology, Mr. Moskow said. Other on-going research projects to eliminate 
lead paint hazards are focused on development of new devices for lead detection and on 
evaluation of current lead paint hazard removal techniques. 


Firms or individuals who believe they have the research and demonstration capability 
to respond to HUD’s needs are urged to notify HUD of their interest so they may be sent a 
copy of the new RFP when it is issued. Address: Lead Based Paint Research Project, Room 
8158, HUD, Washington, D.C. 20410 





Significant Decision 


United States v. City of Black Jack, Missouri, U.S.C.A., 8th Cir., C.A. Nos. 74-1345 
and 74-1378. The Eighth Circuit, reversing a lower court decision after trial, has ruled that a 
zoning ordinance preventing construction of a HUD-subsidized townhouse development for 
low- and moderate-income persons... that would have provided housing for the segregated 
minority population of the St. Louis area...violated the Civil Rights Act of 1968. The 
Court concluded that, on the facts of this case, the ordinance had a racially discriminatory 
effect and that it served no compelling State interest. While noting that there was sufficient 
evidence on the record to support a finding of discriminatory intent on behalf of city 
officials, the Court ruled that such a finding was not essential to establish a prima facie case 
of discrimination. The case was remanded to the District Court, with instructions to 
permanently enjoin further enforcement of the ordinance. Indications are that the City of 
Black Jack will appeal this decision to the Supreme Court. 


FY! : 


National Home Improvement Council... Annual Convention... Houston, February 
21-23. Registration: Irwin Rosenberg, Convention Director, P.O. Box 13037, Pittsburgh, 


Pennsylvania. 15243 


American Institute of Planners... 1975 Planning Policy and Government Relations 
Conference. .. Washington, D.C., March 1-4. Details: AJP, 1776 Massachusetts, Ave., N.W., 
Washington, D.C. 20036. (202/872-0611) 


San Antonio Conservation Society... Fifth Annual Historic Preservation Semi- 
nar... San Antonio, March 5-8. Contact: Mrs. R. Jean Osborne, Seminar Chairperson, 511 
Paseo de la Villita, San Antonio, Texas. 


Architectural Record... How to Market Professional Design Services Seminar. .. New 
York City, March 6-7. Contact: Building Industry Development Services, Suite 104, 1301 
20th St., N.W., Washington, D.C. 


National Housing Conference. .. Annual Convention. .. Washington, D.C., March 8-10. 
Details: NHC, 1126 16th St., N.W., Suite 211, Washington, D.C. 20036. (202/223-4844) 
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